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ORI CONTRIEUTICH TO WiE-102 R

FROBALLT DEVELODMENTS IN IRAN

L}

I. CAUSES £ND CIRCUMSTANCES OF MOSSADEQ!S. DOWNFALL

A. Causes of Mpssadeg®s decline: What brought about the division and
- weakening of the forces behind Mossadeq in the monthg pricr to his

downfall? How and to whal extent did Mossadeg®s acts and policies
diminish his power? What was the political effect of Mossadeq’s
failure to resolve the oil problem, of his dissolulion of the Majlis,
and his increasingly dictatorial methods? What influence did .
Mossadeq®s policies have upon the loyalty of the security forces?
What was the political effect of Mossadeq'!s dependence upon the
support of Tudeh? :

For@ ihirty years Mossadeq had been & mgetive and frustrated poli’ticel
personality Ain ;faho His orposition to the various govermeﬁts had litﬁle
v',, el fect‘o | However the murder of Razmem, ihe upeurge of naticnalism, the
exl?losion of anti-British sentiment and tie ‘mti.omlization. 'oi‘. the .oil in-
duS‘bz:y previded him «ith ap opportunit,y to exert his demagoguery and to
capitelize on popular is&ues on Which.'a‘ nunber of d;fi‘erexfi" .pclitica,l_
_elez;aents could meke co#xmon causeo is led to the creation of‘ the Natiomal
Front. Mossadeq may hav-e been imbued initially with an unselfish patrietism
: igl which personal pewer and am\bitien had little p}.acee However, he wzs soon
eurround,ed by a group cf self-seeking pcliticiamsv most of whom were inept,
inefficient and biased, and whom he was soon able to domiziate ‘through his
-consumlate éki].l ‘as a politician. They represented, hcwever, 2 new lorce
‘in Iranian natiorel 11lfe and could have been directed to constructive endeo
howevem Mossadeqﬂs erra.t.zc9 impemoue and stubborn personality asserted it |
self together with an unsu.spected ambition to rule &nd it is this factor more

than any other which resulted in the division and: weak'ening of the popular
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mWemmo Failure to convince ind:i.vi&uals wi_thixi this group that his way _.
was the best and the om.y‘ way to proceed led him to suspect each one in |
turn and then to alienate each through intinﬂ.detién. and pdlliti_cal mad:ﬁimtionso |
.Thus Baghai, Makki, and finally Keshani, demagogues in their own right, . |
‘gradually.broke with him and becams his bitterest opponenﬂ‘s .;s Eome of the
issues upon which they parted company were extefnal'fsﬁéh as soluiion of the
oilVQUestiong collaboration with the Tudeh, relations with the USSR. Others
were domestic and affecied Ae;ach vitally in come res: ects the_disvsolution of
. the Semnateg reorganizatioh oi‘_ the army; the new electoral law; insistence
upon having plemry‘powers and ruling by decreei the dissclution oft .the _
Majl:.s 5 the emasculation of the monarchys the :.mposn.t:mn of martial law and
mass arrests of pollucal opronents} and financial mampulg lonso Bailure to
reduce British arpos:s.uon to ineffectlvenessg to brea.k bhrough the UoKo
economie blackades to obtain UeS. financiel aid and to solve the oil problexﬁ
»deepite repeated and exerbitaht promises were also i‘actbxjs in his political
downfalloe They gz;adually realized that all these efiforts sﬁcceeeed only ih -
: keeping Moesadeq in power, endangering the natiqnal safety by flirting
éiangerously withrthe Tudeh and the USSR, undermining the nbrale ol the Armed
v Eorcies,;. aliepating the U.S. and plunging the country ihto finencial canke
ruapicy. | | | .
' €, Circumstances of'hessa,deq!s overthrows To what extent and in wha;t
mamme= were the events oi Aurust 15=19 antlca.pated and planned by
Tranlans snd to what extent were they spontanecus? How important
was the role of General Zahedi, the thah, other prominent persons?
What was the role of the security forcesy and how were they brought
to play it? whalt was the composition and character of the various
mobs imvolved in the events leading to lMossadeq's overthrow? wWhy

did the mob turn against Fossadeq? why did it turn to the Shah? What
was the reaction of bhe tribes to these eventes? What was the roles of

Tudeh and the USGR?

3
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although rumors of an impending coup
! .

were yife in Tehran prior to 15«19 August, events which took. plece during .

the period appear to have been -completely spontaneouso ‘When it became known

~ that the Shah had fled thei cc’n_mﬁry and that ‘Mossadeq had refused to ‘honor

a firmen deposing him as Prime Minister and another apreinting Zahedi,

crowds, inspired by about 300' people led by the pro=Shah Zoliaga-r family,

. ‘began to move out of the bazaar district towards Mossadeq's houses FEn

route they were joined by armed urits and the tide began to turn. Zahedi; .
who had come from t.he sout.h the3 day ’before, together m.th & few of his co=
Workers in the original plot, qulckly capital:i.zed upon the situation, after
being alerted by General Guilanshah, ex-Chief of Staff of the IIAFa The

Shah had fled to Rome and stayed there until the situation was under cqntrolg _

then returned in triumpho

1

Despite orders of the Chief of Staff, P..iahlg and a few company commandersg

secumty forces quickly came to the supy rort of royalist elemn ents 9 seized

Radio Tehran and attacked Mossadeq’s residence as well as staff and police
‘headquarters. EBExcept for a stubvorn fight by liossadeq® s guards, there was

little active resistance to the Prime liinister's overthrowe.

The businessmen‘ and the general public were pi'etty well dissatisfied
mth Moss adeq and his policies. He had not solved the '-oil_ problem and his
vit.uperative addresses on the radio _egainst the British and the foreign
agents no longer carried the same weight fer being repeated so often.
Inflation had set in and the ecopomic pinch was begim.ting to strike home s

liossadeqts most serious mistake, however; was attacking or permitting’ the

Shah to be attacked in his person, and especia.lly his rignts as a moimrcho
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.and his father?s sta‘pues to be.'torn down and.his pictures déa;,trosred é,roused :
feelings of revulsion against Mostadeq and his regime. The man in the
street liiced the young King, aﬁd condoned his obvious failings as a rulere
Reaction of the tribes was similar to that' of the masses in urban centers.
~ The Shah had made several trips throughout the prbvinces and had always
been acclaimed, so much so that Mosaadeq forbade him to go to Azerbaijan
and Kurdistan. With the exception of the Qashgai, whose leaders supported
Mos_sadeq, »all the tribes pledg;e;d thelr loyalty apd offered to march on
Tehran. The Tudeh, caught by sui'prise, and overvhelmed by the upsurge of
popular feeling in favor of the Shah, quickijr dispersed and went undere
ground. They offered no effective resistance becauvse of their disorga-
nization, lo:s of leadership,, and lack of :mozu;ey and arms. The USSR, which
had beeh 'm}é.king good progress in negotiations with Mossadeq on the trade treaty
and other outstanding issues\,, v'zast also lc‘aught by surprise. Unf’oftunateliy for
them, Sadchikov, ﬁheir experienced‘ambassador had just been replaced by
'Lavrentieﬁ' who was unable to cope with the new turn iﬁ eventso ,%#hij.e
bbviously disaprointed by the 'fall of Mossadeq's Tudehméuppofted regi}ue 9
they evidently decided that this %was_ not the iime to interfere in Iranian

affairs.

IT. SITUATICH OF THF SUCCEE.SOR COVERNMERT -

the downfall of Mossadeq: To what

1

Ao

ux‘oen’c. of chan e roduced b;

xtent may thepolitical lorces and poplar atiliudes characteristic
of the Mossadeq era be expected to rversist? What are the principal
new elements in the political situation introduced by the over-
throw of Mossadeq? What influence have recent events had upon the
position and attitude of the Shah?

The National Front is.a thing of the past but the spirit which sparked it

i still very much alive. Royalist elemenms have the upper hand and are no
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less nationalistic than the Moséaéeq regime, However, the Tudeh, the Iranian
Party, the Third Force, the pro-Mossadeq independents, the Qantiomona;»chist
Agrouhsp regardless of'hcw_dispersed they may be, are capable of forming a
new united Front against the Shah and Zehedi. Fatemi and other political
'leaders including Tudsh membéra are still at large‘and could conceivably -

~ arbuse public support i they can find vulnerable spoté, of which there'are
many in the government?s armor . | _ » '

" The Shah 1s more popular than he ever was and his attitude of being a
weak and vacillating playboy appears to have chahged‘ His fifst éctioné ‘ h
have been manly and constructive, and for the first time. he is asauming a
poaition of leadership. Providing that he does not overplay his role, by~
undermining his prime minister and imsisting onm having'his own way in all
matters, he should develop into a leader whom the'popﬁlace will highly ree.
spect° However, he has a tendency to 1isten to reports emanating from all
sources, and his judgement in knowing what to accept and reject is highly

~ questionable. Once the lsgislature is re-established the Shah must get
used to the idea of exercisihg only those powers which are vested in him
by the cbnstitutiong and if heAtries to interfere in the normal legiélative
processes, he will run into trouble. Otherwiss, he must be strong enough

and have support encugh to rule as a di@tatoro

B, Charse term;' Jo) C 0 uy ‘nment forces: What are the
various parties and groups that now support the government? What are
the reasons for their support? How homogeneous is the combinetion?
Are there any important incompatibilitiea or antagonisma among pro-
government groups?

R _ The Government has the support of the armed and- security forces and_ with

the exception of ths Qashgai, the tribes° It also has the support of several

{
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rightist ,sp]‘.interv groups such as the Somka Party, the religious gi'oups 9
the retired army groupsg and tine'ma. &8 of r,he populaiion. This is a
heterogensous combinata.on which may crack up on almost an;y issue ~ the oil
settlement, elecuons 9 arnw organiszation, social and ecommic reforms. |
Most land o&ming groups and business groups will support t.he goverment until
masures are taken to collect income taxes a.nd ot.her revenues nder laws |
never effectively enforcedo Some tribes may resent this policy and other types |
- of int.eri‘erence by the govermenbo o
| C. Public opimion: What are the most significant public attitudes
toward the present govermment? What are the principal symbols
and ideas which incline the public to favor or to oppose the

government? How effectively is the &overnment mapaging its
relations with the publie? \

The government so far, due to the disbrganization and confusion Wroﬁgﬁt
- inlthe‘ministries, has failed to sell its program to the public. It is
'makihg some successful begimzings in this direction but ﬁuch remains to be N
done, ‘and :Lt must be done qulckly ora loss of confidence will ensueo

D. Character e».n_d»rab.’l.lztt,‘_.w
prominent and 1mpo pe

among its supporters? What are thelr probanle future roles?
How well do they cooperate and how do their abilities measure
up- to their tasks? What is the role of Generzl Zahedi, and how
well is he adapted to it? Is his authority disputed? What is
the relation between Zahedi and the Shah? between the Shah and

other gavermnent leaders?

Of ot

ermentleaderss Who are the nost

. With the except:.on of the ﬂhah and Zahedn. there are no outstandlng
pol:;tical persona.lities in the new govermnento Both xave very definite ideas
as to what should be done and they often work at Cross purposes. Zahedi is
loyal to the Shah amd tae shah has not ;ye’g grown suspn.c:_.oug of him or |
attempted to undermine hime Bub with regard to the army the Shah is determined
| that no one will come vetween him andt e Armed Forceso s Commander in Chief,
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he makes appointments without cohsulting hig- Prime 'Ielinistér, and maml army
o.ficers dispute Zahedits aﬁthdrity and that of his Minister of Defense.
This disagreement over control. of the army may grow as individuals and groups
bring pressure to bear on the principalso However, both Zahedi and the Shah
are aware of this danger and may compose their differences, which are
perhaps not as great as reported. Zahedifs son is a fa,vorit,g. of .he Shah
and isin daily contaci with him, | |
"Bo The security forcess What is the relation between the govermment
and the security forces? How firm is the goverment®s control of
the security forces? What has the govermment done to insure the
support of the security forces? Fvaluate the leadership and the
loyalty to the Shah andfor the govermment of the several elements

in the security forces. (enlisted men, junior officers, serior
officers). ' . :

| ,Relations;between'the governm: nt ahd the security forces are someﬁhat‘
obscure at the preeent‘momento"Tﬁe Shah and the Prime Minister.apparentxy
have the support of 95% or more of the Armys Air Force, Navy, Gendarmerie
and Policeo There are, however, elements within these groups that are |
dissatisfied with'the‘present organizationgviﬁ add;tiong there are Tudeh
elements as weil a5 pro<fiossadeq groups which caﬁ be classed together as )
_subveréive.in the sense that both are anxious to 6verthréﬁ the Zaﬁedi regine.

There is also disagreement betwéén the &hah énd the rrime Minister

with regard to‘coﬁtrol of the Army and the reliability of the present Chief
of staff and other key 6fficers in the securiﬁy forces, This difierence of
opinion is taking on the aspect of a public quarrel, an%:ﬁould eveniually
lead to a serious split between the two men as individua1$ capitalize on the
eitvation to further thelr own ends. The Shah is anxious to assert his mew
staturél;nd to reassert his constitutionél powers as‘Commanderwin?Chief of

the Armed Forces, whereas the Prime Minister as a former Army officer has
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many ties with_the service and is anxious_té géin support'for his repgime by
recalling officers-,forcibly.retired by Mossadeq, and also by placiﬁg‘séﬁé‘
of his‘éronies in sinecures. The.junioi officers and sore senibf ones who

| ‘publicly took a.stand against Mossadeg and who now feel thét.they should be
rewarded are unhappy at these appointments, and could quickly turn against
the regime if a new leader appeared, eépecially if their aspirations remaip
unfulfilled. ' The Iranian Armed Forces were top heavy with higharanking
offic?rs without a mission and should ha#e been cleaned out. Any attempt to
restore thelold order‘eitﬁer by the Shah,or Zahedi will arouse dissatisfaction
and‘possibly disaffectionq’ The enlistéd men and nén~commissionéd‘officers-'
usuaily follow their ;uperior officers. It should be noted,.howéver, that
‘dﬁring the 16-19 Aﬁgust crisis,iboth men and‘officersbrefused to obey ordefs
of their commanding officers, and that this‘atypical behévior could rgsuit
ég&in unless the Shah and Zahedi weed out disaffected elemeﬁts in advé.ngea
Théy.live ﬁnder slightly better conditions tha the 6rdinary‘civilian and as.
long as they'eat and afe,eveniually paid; they wili probably support the
government . Attempts by the Tuﬁeh at subverting them have not been very
effective, although'séme conscriptees who are intelligent and éduca@ed to a
certain ektentvmgy spreadeﬁissatisfaction.and unres£ among their particular
groups. Althoueh the Mbssédeq goVernment was using inflated curréncy,‘it'
did manage to pay the secur1ty forces qulte regularly. The new government
must do the same, and it is attempting to obtaln an additional loan from the
U.S. to improve the living gonditionq of the Armed Forces and their families
by péyiﬁg‘them regulafly? increasing their pay, and building suitable houses
and bari'ackso Both the Shah and thé Prime Winister realize that their |

‘gqvernment depends upon-the }oyal.sﬁpport and the efficiency of the Armed
v i . ! . ’ -
SECRET . , | |
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FarCes\and, although they may disagree on certain phases'and individuals,
',they will no doubt attempt to-bury their differences when the chips are down.
Currently the Shah is in complate control of the Army and is unlikely to make
any concession which may weaken his power° The Armed Forces in turn are loyal
to himo_ While Zahedd feels that he should be informed of the Shah's orders
and changes in. command and may be hurt by the Shah's bypassing him he too is
-loyal to the Shah. The Army also is loyal to Zahedi but at a different level.
Both the Shah and Zahedi are making every effort to gain the favor of the
Armed Forces. They disagree on the Chief of Staff but so does most of the
'Armyo A change satisfactofy to both sides Willbprpbably be effected;
F. The opposition: What are the various elements 1n.thé opposition to
« the government, and what effect did Yossadeq's overthrow have upon
them? What action is the government likely to take with reference
to Mossadeq, and what will be the probable effect of such action?
What is the present position, strength, and policy of Tudeh”
Evaluate the resources and prospects of the National Front, the Pan-
- Iran Party, the left-wing Third-Force, and of other signlficant
anti-government groups. ihat are the prospects for a combination
N of Tudeh and other anti-government elements, and what would be the
congequences of such a combination? "How much influence do opposition .
groups have in the security forces, and what are the prospects for
‘its further development? Vhat kind of support can the Soviet Union
be expected to give to Tudeh and for what ends° ‘
Among the elementg in oppositlon to the present ‘povernment are the
Tudeh Party, the Mational Front the PannIranlan Party and the Third Force.
Hossadeq 8 overthrow temporarily disorganized these elements but they have
not been eradicated. They have a potential which may reassert‘itsglf in some
‘form,. not necessarily'that of a military éoup° Névertheless théy do have
_“friends in the security fbrces, and 1f dlssatisfactlon grows with conditions
in general the unity of the securlty forces and their supnort of the governn'
menﬁ_may be undermined. 'There is no ind;catlon as yet that any sgrlops.
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| dangeé to the government threatens. ‘

The Government has been slow in bringing Mossadeq and his supporters
(officers who adopted anti-Shah positions) to trial, The trisls may event-
‘ually be held but they will probablyvbe ineffective. Mossédeé may be given
‘the dééth penalty, but thé Shah‘ﬁill proﬁably commute his seh@encé aﬁﬁ.banis@

~him from Iran. | . |
- The USSR may be expected, through its covert 1eadership5£o reorganize
the Tudeh Party and reassemble its units, possibly under one oOr rore new names.
The Doviets will also probably provide badly needed funds, nrintlng presses,
' paper and other propaganda essentials, The possibility of smugeling arms 1nto
| Iran for Tudeh should not be dlscounted but 1% is unlikeijv;hat-the USSK ﬁili |
intervene openly in the situation or attempt to introduce euerrilla forces |
into Ira.n° The US3R, howpver, will probably attempt to widen Zahediaohah
diffefences through agents and spread disaffection:in the armed»forces and
p’opulacé° It will.also‘continué tolnegotiate ﬁith,the Iraniané in.an attemnt
'to consblidate gains made under Mossadeq, and fufther close relations by |
making new offers on thé gold quéstion, the bofder issueé, and also‘pérhapé
bring abcut some settlement on the cost of installations be used in tha

Caspian Sea fishing industry.

C G - _stab Is the government now able to maintain public
 security and stablllty What is the attitude of the tribes toward
the government likely to be? - What are the principal threats to
internal security? How would the government respond to an attempt,,
on the part of opposition groups to organlze a2 seizure of ‘power?
STCRET h : A .
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~ What- is the policy of the government toward native Communists? How
will this policy be carried out? ZEstimate the probable capabilities
of the security forces to resnond promptly in support of the govern~
ment., : _

| 'Tﬁe:Zahedi%pOVErnment 1slable to‘mainﬁain 0ublio¢;
security and stability, Its oositlon, however, is not completely consolidated
as many leaders of the Tudeh, the National Front., and the Iranian Party have
not yet been apprehended and might eonceivably unite their suonortars in a.
common front to cause disorders and embarrass the government . Stabilitv, to
& large extent, is built upon faith that the new government will re—establlsh
- order .and that it will do something effective to better the lot of businass :
_,men and the_people° In the present disorganization and confusion, especially
in finances, the puelic places great stress upon the fact that the Shah and
Zahedi can obtain the ajd and support of the U S, In this respect their
expectations may not be fulfilled to the extent. 6931red, -and this mey cause
some disappointment, but wha@ever is done will be a source of strength to
the Zahedi governmento_ » | | '
| Most of the tribes have exnressed‘theif loyalty to the Shah and the con=
cept of the monarchy° They will probably continue to support the government
- if the central administration does not 1nterfere too deeply with ‘their tribal
. life and‘cuetoms, and especially if the Army and Gendarmenie are not permi@ted
“to e‘xploit. and brutalize ?ox-'ibal elements.
. The only exception to date has ‘been the ashcalg Living in semi»autonomy
in Fars, they have always resented interference by the Central Government and
reportedly have made threats to set up their own state and even topmarch{on‘
SECRET

| SEQURITY INFORMATION Page 11 of 23 pages:

~ Declassified in Part - Sanitized Copy Approved for Release 2012/09/20 : CIA-RDP79R01012A003200030025-8



Declassified in Part - Sanitized Copy Approved for Release 2012/09/20 : CIA-EBP?QRM012A0032_00030025-8 )

~ SHCRTT . , .

) SEGURITY INFOPU*TION : S
Teheran. The 7ashgai are closely knit and well orgahized; and have‘beeh.firm
aupperters ofbﬁbssadeq-and'the National Froht,‘especially on the iesue of

l ridding the cpuntry of Britisﬁ'influencg and on £he nationaliéation of the
oil industry. The Amy has the capability of sealing them off in their own
territory and cutting dff supplies 1ike tsa end sugar; which thej prize; but
iﬁ such an eetion the Zahedi regime would be obliged to transfer Army units“'
from Teheran and other northern areas, which might give the Tudeh and other

* entimgdverﬁment groﬁps an opportunity to stage a coupog Thefe'is, however, no
good reason why'they should not cooperate with the governmeni, except perhaps

' the faet that the Mossadeq goVernment‘did\ﬁot attempt to iex_theif wealth;
The new governmeﬁt has given indication of dqing this, and this mey account
for the present HOneconformist attitude of the tribe. The Tudeh may be
expected to eapitalize on any differences to foment a rebeliious-attitude;
chever, chaﬁces are that the Qaehgai will not attempt any overt action \

apeinst the governmeﬁt; If they did, the ﬁaktiaris who afe 1oya1 bﬁt unarmed,

could be armed by the government and probably used to sunpress any revolt as
they are bltter eneries of the '.ashgai. '

Although disorganized andﬂdis§ersed'for the time being, the Tudeh Party,
which is the oniy'well brganized oppositien groﬁp with'able leadere and a
definite program, is the greatest}notential threat to the government. The
‘pro-Mossedeq greup with its extreme nationalists, ite hero worship .of ihe
leader, its hatredvof the British and the'foreiéner 15 aleo a strong
nucleus of.opposition, Thebantimmonarchists, who have beéh developing a
proéram in recent months can also be cbunﬁed uoon to oppose the governmento
Lefge landowners,'who fear income taxes.and }and reform, are probebly opPosed

STCRET
SFCURITY mromm’rxom | Page 12 of 3 pages

Declassified in Part - Sanltlzed Copy Approved for Release 2012/09/20 : CIA-RDP79R01012A003200030025-8



Declassified in Part - Sanitized Copy@proved for Release 2012/09/20 - CIA:I\?BP?QRMO12A003200030C_)25-8
STCRET ’ | | |
SECURITY INFORMATION

\

‘to the'Shah's neﬁiy acquired ideas for social and écbnomic refbrﬁso ‘Uﬁrelim
able apd‘selfish indapeﬁdent nolitiéians interested in their'own_welfare and
in‘pat:bnégg are also threats to stabilitj,. Splinter nolitical grbnps of
.vboth rightiét and leftist persuasions aré factors‘of 5mpof‘tan§eo Heligious
extrem;sis'should'also_be i;icluded° while none of these elements is by itself
capable.of ovérthruwiﬁg the government so long as it has Army support, hever-
' theless, by pobiing their sfrgngth on one or more issues, they could undermine'
and pefhaps remove thé-Shah and bis new regime, The present securlty forces
could not cope with an org*nized and widespread sinmltaneous uprising of &
combination of these forces, As uncertain of itself as 1t is today, it is
' doubiful whether the gévernment'could iake.strong.and effective measures tot
.prevent oppositicn groups from seizing power. Its ability and will to fight
the opposition will develop in the meagure that-iife feturns to normal and
people go to workv Protracted delays.in obtaining'aid or oil .revenuses wiil
undermlne the faith of the leaders in themselves and will quickly spread to
their adherents° Given the volatile and unstable Iranian temperament, it is
- as easy for the Teheran mobs to turn agalnst the Shah as it was to oust -
lMossadeq when he failed to satisfy their aspirations, The gOV”anent would
_probably take inltlal strong measures to put down a revolt and at this stage
would orobably succeed, but against a determined groun, it might give way.
The government has initiated strong;measures against the Tudeho The
sincerity and effectivene§$ of this éampaign is open to questidno’ Very féw_
real leaders have been arrested, altﬁough'SOme 1;360 rank and file members

-have been jaiied, their cells disrupted, and their neﬁspapers and propagandg
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temporarily suppreséed.,_chéver;vthe Tndéh has infiltrated int§ high places,
and‘although the government has £he names and informétion on the activities of
certain Army members , bbli?icians, intellectualé'an& other leaders, it will
probably be slow to take steps againét these persoﬁs'because of their.familiés,
and the intricate‘political and financial relatibnships 1nvol§ed° ”his domestic
attitude" toward the problem is typlcally Iranian and is based on a long history
of corruption, inefficiencg and apathy on a government 1eve1. chever, there
is little déubt.that ‘the Shah and Zahedi will fight the Tudeh, which they’haﬁe
'reason to fear, and also because they know that unless they do something to
curb Tudeh Party activ1t1es and Soviet influence, they are 1ike1y to lose U.S,
flnancial and military support. ' As the party is already illegal, the security
forces will probably be instructed to arrest known leaders, to ferret out cells
and caches of armsﬁ limit the nrinting and sale of papers, and curb demona
strations. This can be done by a competent nolice force and de.ermlned leaderu
ship, but chances of such a program being even 75% effectlve are renote°
While enthusiasm for the Shah and Zahed1 are still high, the securlty

forces would probably respond”promptly and effectively in support of the

’ gdvéfnment. They haye the streﬁgth,and the equipment to cope with rebellious
elements unlefs thesé,gain widespread'sﬁpport through‘the diséatisfaction_df
the.people with the governmentfs ine?fectivghess and internal bickerings. All
they need is leadership, confidence in'theirbleadersrand thé-réaiization that
the Shah and Zahedi are érying to improve their lot and conditions in the

country;
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IXI. GOVERNMENT INTENTTONS 'ND CAPARTLITIZS ¥ITH RESPTCT TO VAJOR PROBLFMS

A. Government and politics: What is the publicly professed political "

’ ~ philosophy and what are the official objectives.of the government? '
How do these correspond with reality? How is the prescnt govern- .
ment of Iran organised? Who exercises authority and how? ' What is |
the attitude of those in power toward constitutional government, the
role of the Shah, the Majlis, the Senate, and fubure elections”? How |
effectively are the various government operations being performed?
Has the government made it nossible for the most competent civil

. servants and the rost promising new nolitical talent to assume

: responsibilities?  ithat is the relation between the povernment and
the formerly dominant class of conservative landowners? Yhat is
the relation of the govermment and the Court? What is the role of

- political parties? o

. : ‘The government wishes to re-establish a democrétic fofm‘of government -
under terms of iﬁs congtiﬁﬁtion, but the people are hardly prepargd for the .
full implementation §£ these principiesq_ Iy héd made some proﬁresﬁ along
thess linés,bafore Mdésadeq~destr§jsd-the whole structure piece ﬁy biece°
:For a time at least Ifan will continue té be fuléd by decree, a benevolent
dictatorship with power wieldadkby the Shah snd Zahedi. The Shah controls
the security forces and 2ahédi is attempting to reétdre.legislatiﬁe procéduresn
There is no Senate,'no ﬁorkéble ¥ajlis and no Court - except the miliiary ‘ .
eaurt3§k Tbeisenate has been dissolfed, whilektﬁé remﬁani'ﬂajlis has ro

 quorum, Zahedi‘Waﬁts.to hold elections i@mediately>£o £111 ﬁﬁe nlacés'of \
the deputies whom Mossadeq persuaded %o resign;.ﬁhiie the Shah wants to |
"~ dissolve the remainder of the Majlis.and ﬁrepare for new elections ﬁhicﬁshe
can control to some\ex@ento' The Shah fears a new Majlis will bring in un- ,
désirable elements. 'A; least they are agreed that a Majiis is to'be_establish? ;
‘od and that it should be mérereprééent?tiﬁe'and higher in calibre than the
l’{gh° The Senate can then bé restored,lhélf.by appointment and_half by
eleétiqn;- Governmeht operatioﬁs aré at\§ standstili as all decisions mugt be
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made by the Shah and/or the Prime ﬁinietero' Seme of the neﬁ minieters'ere'
young ang capable but‘will meet opposition from an expanéed pureaﬁcracy. The
- Government and the land owners both desire-stabiiity and a so?nd currency.
However, control of the government by the landewners is probably a thing of
‘thevpaat, The masses and the tribes will probzbly insist upon.proporfioneﬁe_
representation. Thé government may alse take»action againét the landowners
‘%o enaet'sdcial'aﬁd economic reforms and certainly attempt to enforce the tax
laws.. Thia willllose the government considerable suppqrt'but even the land-
owners reelize that a revolutipnvhas taken place in Iran and fhat‘they'were
lucky tb-escape having'their proparties<and‘wea;th.confiscated by a Tudeh~
controlled governmehtg They nrobably also realiee that therdahger still
exists until the government can be stabilized. They may_feaf some of the
Shah's}soeial_refcrms but also know that leftist and SOcialist_fb}ces have
~ gained a foothold in Iran and that ﬁhey are not likely to escape scot-free.
' Theyvmay.therefore cooperateo" | o | |
Thé government and the Court are working ciosely together at vresent,
'-but the Court is not readily ac03381b1e to the minlsters or government
functionaries. It has its own circle and favomtes° For the time being the
Shah's slsters and the zueen hother are out of the country and that should
help the %itnation as they are inveterate 1ntr10uerso'
The political parties have no role at the present time° New dnes.will :\
probably be formed and old ones reconatltuted but with the excemtlon of the

- illegal Tudeh Party none has a well )rganlzed program.
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B. Financiq;“agq economic problemas: What is the current flnancial
- position of the Iranian Government? ‘hat are the prospects for
- government finances, with and without foreign aid? What is the
current economic position of Iran? What are Iran's principal
economic problems and economic needs? ‘'hat economic policies
and programs are likely to be put forward and with what effect?
What is Iran's capacity to absorb foreign aid” What would be = ]
the financial and economic effect of such a settlement of the
oil dispute as now seems possible and of economic aid in such
magnitude as now seems possible? What are government intentions
with respect to economic and social reform and development? -
fhat are the prospects that these intentions will be implemented, .
and what would be the effect of such implementation?

‘The Government®s financial position is_precariaas} It cannot-hope to
continue in power without foreien economic aid, the'settlemeht of the
oil dispute, and the rahabilitatioﬁ of the o0il industry. 'ﬂlthough Iran ié
'largely agriqult;ral at least 208 of its population depends upoh outside
revenues, and the staﬁe cannot suppqrt,itself’ahd defend itself on an oil-
less economy. Hany plans for soéial and’economiq reforﬁ have been advanced
.ﬁut.with the exception of Point}IV programs thhing definite has been
accomplished. Iran's fiscai_and economic étructure needs a thorough over-
héulihg and modernization. It needs not only foreign economic aid and
capital investment but financial and techmological advice.

C. The oil problem: .
1. Settlement of the oil disgute° #hat are the government's
intentions with regard to a settlement with the W and the AIOC
“of the dispute over the nationalization of Iranian 0il® That are
the intentions of the British? Does a negotiated settlement
appear to be nossible? If so, what kind” Could the present
government gain nublic acceptance of such a settlement? What
role will the Iranian Covernment expect the US Government to
play in a settlement of the oil problem?

2. Rehabilitation of the Iranian oil industry: How much time
will be reovired to restore the fiow “of crude oil and refined
petroleum products from Iran? ihat important technical and \
— - economic problems will have to be solved in order to do so? What
are the prospects for their solutxon” To what extent will Iran s
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'ieffort to restore its oil industry be harpered by the_adjustments {
. to the loss of Iranian production which have bsen made by the
‘world oil industry? 7 |
The goVernment has expressed its desire to settle the oiquuéstion and
this wish ie reciproéated by .the UK. ‘and the AIOC, The public is gradually
_ coming around to the idea that such a sett]emaht is necessary. ~However, the-
government must rore slowly in order not to arouse the extreme nationalist
oppogition which the dlspute engendered and which was exnloited by %ossedeo
- to keep himself in power. world_condztions are no longer the samerandvlt
’willlbe difficu1t to re~integrate Irah’s nroduction into the world market.
But this can be done at a gradual’paée0 The AINC has acce?tad thé princinle
of nationalization, and is willing te éubmit its claims for compensatidn to
the-Internationai Coﬁrt;' The Iranians must also be.willing to”dé-the same.,
The terms of reference must be agreed uﬁonp howaver. The British demand nqi o
only‘compenéation for installatiéns and stocks sut also\claim‘indemnity for
‘ abrogation of a long term conéession’° They may hava to settle for compen~
- sation on the installat ons and it might be to tnelr advantage to do so,
The British will never return to Iran in a_nanagehent capacity and must
eipect to pay mof;.for Iranian 0il than théy diqg, although they may not buy -
as much. In this réspect, the AIOC has an-éxcelienxnmrketing organization
that ébuld dispose of very substantial quantities at é 5rofit,\even though
.if be;smaller. An int;rnatioﬁal consortium could be ectablished not only to
| Vmanage the operatién Eut also to lift subsﬁantié; dﬁanti\ies‘ofﬁii, makihg
up.fOr the amﬁunts n; longer taken by the.BritiSh, U,5. ¢cupanies and even X
 the U,S, government c&uld buy sﬁpnlies until thé;lranian inﬁtatny-is 6perating.
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again and the country is stabilized financiallyq,(U.,S° doﬁestic,supplieré
to the armed forces might bring pressure to bear on Congress if this policy
were continued too‘long and the amounts obtained too grest). Agreement in
principle on compensation iévthe first step, as it will take a long time to
~eonsider claims ‘and counter claims. An interim agréement - to get the oil
flowing again at once = without prejudice to ultimate claims, annears to be
the logical step, With some education on the part of the government the
Iranian public would probably acceot such an arrangement.° The offer should
be a little better than that given to hossadeq to enable the government to
score a psychological v:x.ctory° Changes which have occurred since the February
20th proposal m:.ght make this possible without sacriﬁ cing British f1nanc1a1
and poliuieal interestsc |
E. queii; relationg: What are government relations with and nollcy
[ toward other countries, particularly the USSR, the UK, and the US?
"What are the prospects of the Iranian negotlatlons w1th the USSR?
Will the government attempt, and will it be able to control violent -
anti-westernism in Iran? What is the government position with
respect to the US military missions and Point IV? ihat is the
government position on the formulation of some kind of defense

arrangement with the US and other Wiestern nations, with other
Middle Fastern nations?

~ After Iran's narrow escape frém being taken over by the Tudeh; she is
likely to be uary of new approaches by the Soviets:. This does noi mean that
she will cease to carry on normal dlplomatlc relatlons and to trade with the
“USSR, Sztuated as. she is on the perlphery of the Sov:l.et Um.on she cannot
afford to antagonlze the_Russzanso bhe will probably seek to cut down on
the-extent of the trade program with the USSR if she can obtain foreign

‘exchange and import needed commoditigs from other countries. ' She will

\
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probably‘centinee to ask fﬁr‘her gold and for bordervfectifieations eut'the
chances of getting elther are rerote° Besides_she is not 1ike1yfto want to
alienate the U.S, - and even Great Britain when the oil disnute is settled -
by making any major concessﬁons'which might be to}their disintefesto Iran is
now a free agent ‘and can contlnue to balance cne Dower against. the other iust
80 long as she does not overnlay her hand. - . |
Iranfwill try to find sorre vway to resume-dinlomatic'relafions with the
UK, While neither the Shah nor Zshedi are friendly to the British they are
not exactly hostile either, although they are always susplciouso Both men |
have expressed the desire to renew U,K.~Iran relations. The Shah and 7Zahedi _
1are not likely to make any radiecal concessions to the British although they |
" will be more reasonable than Mossadegh. They know that they need Britain's
friendship and aid to regain respectabllity in the world's financial markets.
They have presumably learned that a contract or agreement made with foreigners
ia not merely a serap of . papero While Britain will no longer occupy the
position she once had in Iran, it 4is to her interast as well as to that of
the West that she support the Shah and the Zahedi gavernmenta
With Britain out of Iran and the USSR neutralized, at least for the
present it is neeessary for- Iran ﬁo turn to the U.S, for financial and
military aid. There never has been any basic antifuesa sent.iment exeept dis=m
appointment at not réeeiving aid on the scale of Turkey and Greece ﬁhich'
feeling waslmagnified by ﬁeasadegh;to attain some political advantegeb . The
U.5. military nissions have béeﬁ embarassed and handicapped as.hes Point IV,
but there has beén no serious effort on fhe part of the Irenians‘to oust thamo
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Their contracts will probably be :e;mgwed but vwithoizf any great pubiicity., ]
- ®  Short fange and long raﬁge aid are two différence problems, and the Iranians
may not be too happy to receive the sums which may‘be,alloted.to tham to
tide them oirer the present 'amergencya However, this should pass., The
Iranians are most anxious to have the U.S. adviae and aid them, but there is
some danger in this » @8 advice no matter how well meant, may be deemed to be
interferenee in Iranjan’ affairs a.nd exploited to our disadvantage.

The gwernment should. be able to control manifesta.tions of anti Western
, s‘entimerrt, Mossadeg'x and the Naticnal Front exploited this vein to whip up
'aﬁtiaBritish and énti=Western séhtiment but ﬁhisvshould almost if.not
entirely disappear as Iran emerges from her isolatlono |

Iran s because of her proximity to the USSR is not llkely to enter into

| any regional defense ageement either with the Western states, or the Arab
;

states , with whom she has 1ittle in common.
IV, PROBABLE DEVELOPHENTS |

' Prosect for the present ;J-Mv, What would be the effect

upon the government of the removal "of the Shah and/or Zahedi from
the political scene? Estimate the likelihood that the present -
government will stay in power and avert further serious
deterioration of Iran's dome‘stic and foreign situationo | .

If the Shah and - Zahedi were to disappear from the Iranian scene at the
same time, the person or persons cbtaining control of the army would probably
come to power. Whether this would be a general such as

‘Riahi, a Mossadegh man, or General Garzan or Zahedi;s son, hrdeshir, or some
| unknown colonel is 'difficult to predict. The Shah's brother, Abdul Reza,
might have the best cha.nce; Fatemi, who is now in hiding, | is another
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possibility providzng he could get the Qashgai and army units to support him
Chances of 'the Tudeh taking over without USSR assistance are very remote°
- In any event; the disappearanee of the Shah and Zahedi would, under preseni
circumstances, bring Iran close to catastrophe. |
To remain on the throne, the Shah must have contiﬁuéd-support'of thé
army and a majority of the population as well as financial aséistance from
the U,S. for the next few months. The Zahedi government should be able to
maintain itself equally if these conditions hold. However, it is conceiv=-
able that the Shah and Zahedi might dlsagree on some issue and Zahedi decide
to resign. The Shah could then appoint a. new prime minister who would
form a new governmento Chances,are that thia will not occur and that Zahedi
w111 remain in power for at least six months to a year. It will take some
months to restore a semblance of constiﬁutional government in Iran no matter (
who the Prime Hﬂnister is, If Zahedi and the Shah continue to cooperate
they should be able to keep the domestic sitﬁation in handvandvimprova Iran“s
_felations_abroad, espé@ially if théy can come to some agreement with the
British on the oil question. Once revenues from their own industny beg{n to
‘come in, their position will be gree,ti;y strengthened. Failing that, they
must depend upon foreign subsidization to keep the gcvernment runn:;ng°
Holding e;ectlons and re-establlshing the_Majlls and the Senate are major
domestic problems to be overcome. Thus, after six weeks in power, the Zahedi
go#érnment is still a calculated risk,

B. Posgsgible modifications in the ent government: ithat developments

' are most likely to produce changes in the composition and the policies
of the present government? What would those chanres be® What are
the possible alternative alignments of the forces presently support-
ing the government?® hat effect would such re-alignments have upon
the policy and conduct of government® Vhat groups now cooperating
with the government are most likely to join the opposition? Are
there any opposition groups which might join with the dominant
majority, and under what circumstances might they do so? With what
effect’
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. The‘government'has made many promises to}tﬂe people about sooial and {
economic reforms. Failure to reach an oil agreement or failure to obtain
more funds from the U .S, would probably abort the elaborate programs envision-
edo_ It would probably also undermine the Arry's support of the Shah, '
especially if thejvﬁaro ﬁot paid. If too groat concossioﬁs are madavto any
one group the support of ultra-nationalist and rightist supporters might be

" alienated. This oprosition togsther with existing Tudeh and leftist
pressures might prove too strong for the Shah and Zahedig In faet,,lf a new
nationalist, antirmonarchiat group shou}d rise to a dominant.position;’the
Tudeh would attempt to infiltrafe and{control it by reorganizing uhderii '
;new name° Such a government would befantipWestern~and\antifforeign and

-conceivably attempt to foster closer ties with the USSR:

Reproduction of thia document in whole or in part is proh:.bit.ed emcept
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